INPUT 


Bulletin 


A Publication  from  INPUT’S  Business  integration  Programme  - Europe 


Vol.  V,  No.  17 


October  1994 


Consultancy  Services  Vendors 
Seek  Competitive  Positions  on  the 
Unravelling  Project  Services 

Value  Chain 


Management  consultancy,  long  the 
commanding  heights  of  the  system 
^development  value  chain,  is  extending  its 
influence  over  all  aspects  of  project  delivery. 
Recognition  of  this  has  led  to  the  marketplace 
becoming  crow^ded  with  vendors  from  outside 
of  the  traditional  professional  services  vendor 
base. 

Users  are  at  the  same  time  becoming  more 
sophisticated  in  using  consultancy  and  more 
demanding  in  seeking  genuine,  demonstrable 
expertise  and  experience. 

The  increasing  importance  of  consultancy, 
coupled  with  aggressive  competition  and 
rising  user  expectation,  is  placing  vendors  of 
consultancy  under  enormous  pressure  to 
identify  points  on  the  project  services  value 
chain  where  they  can  compete  effectively  and 
profitably. 

This  bulletin  will  discuss  ways  in  which 
vendors  can  respond  to  these  pressures  and 
\ suggests  that  careful  market  positioning  is 
/becoming  a key  critical  success  factor  to 
project  services  companies. 


The  Rise  of  Business  Focused 
Management 

The  role  of  management  consultancy  in  the  IT 
arena  has  increased  dramatically  in 
importance  over  the  last  five  years.  This  is  a 
result  of  the  seeming  paradox  that  although 
IT  has  never  been  more  important  to  the 
enterprise,  IT  is  widely  perceived  to  have 
failed  the  enterprise. 

This  paradox  has  created  a perfect  breeding 
ground  for  the  large  traditional  accountancy- 
based  management  consultants  to  bring  to 
bear  their  strengths  in  business  experience 
and  management. 

This  has  placed  management  consultants  in 
an  extremely  influential  position  in  the 
systems  development  and  integration  life 
cycle.  Advising  and  consulting  to  senior 
management  on  project  aims,  methods,  and 
vendor  selection  has  proved  a profitable 
business.  Some  consultancies,  most  notably 
Andersen  Consulting,  have  moved 
aggressively  into  implementation  as  well  as 
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extending  their  role  into  all  aspects  of  the 
system  life  cycle. 

System  houses  and  integrators,  recognising 
the  importance  of  these  developments,  have 
been  attempting  to  fight  back  against  the 
management  consultants  by  developing, 
through  growth  or  acquisition,  their  own 
consultancy  practices.  They  have  been  joined 
in  these  efforts  by  the  evolving  equipment 
manufacture's  who,  in  their  efforts  to 
metamorphose  into  service  providers,  have 
also  recognised  the  need  to  have  a seat  at  the 
top  table. 

In  some  ways  these  new  entrants  have  been 
successful.  Developments  in  technology,  such 
as  distributed  computing,  have  allowed 
technology-led  companies  to  claim  that  with 
lessons  learnt,  and  a new  understanding  of 
the  business  requirements  to  the  forefront, 
they  understand  both  business  and 
technology;  and  the  management  of 
technology  better  than  the  traditional 
management  consultants. 

Proven  Solutions  are  the  Differentiator 

These  dynamics  in  an  increasingly  crowded 
marketplace  are  taking  place  against  a 
backdrop  that  is  witnessing  purchasers  of 
consulting  becoming  more  seasoned, 
sophisticated,  and  sceptical,  having  in  many 
cases  been  through  at  times  painful  and 
expensive  learning  curves.  Users  are  now 
demanding  real,  quantifiable  expertise  and 
experience. 

Users  are  now  seeking  consultancies  that 
have  definable  experience  in  vertical  markets, 
specific  technologies,  in  delivering  proven 
solutions  and  providing  bottom-line  benefits. 
General  jack-of-all-trades  consultancy  is  no 
longer  the  option  it  once  was.  The  rise  of 


business  reengineering  has  accentuated  these 
trends. 

Value  Point  Rationalisation  is 
Essential 

Consultancy  vendors  are  thus  under 
increasing  pressure  to  identify  positions  in  the 
marketplace  where  they  can  compete 
effectively  and  profitably.  Vendors  must 
carefully  analyse  skill  sets,  statements  of 
experience,  and  leverage  in  their  customer 
base,  to  determine,  and  then  market 
aggressively,  the  strengths  of  their  service 
offering. 

The  proposition  which  vendors  must  market 
is  that,  “we  can  do  this  (whatever  it  may  be 
and  wherever  it  may  be  placed  on  the  value 
chain)  better  than  anyone  else". 

There  are  very  few  vendors,  if  any,  in  the 
business  integration  value  chain,  who  will 
able  to  claim  that  they  can  do  everything 
better  than  anyone  else. 

The  business  integration  market  is  rapidly 
echoing  the  experience  of  the  old-style 
hardware  computer  industry.  New  markets, 
technologies,  and  players  led  to  the  demise  of 
the  monolithic  providers  of  everything.  The 
construction  industry  perhaps  provides  one 
model  of  the  disintegration  of  the  value  chain 
with  its  well-established  pattern  of  clearly 
defined  specialisation  and  sub-contracting. 
McKinsey’s  use  of  the  telebanking  technology 
specialist.  Early  Cloud,  is  a clear  example  of 
value  point  rationalisation  in  the  IT  project 
services  industry. 

Vendors  of  project  services  should  be  aware  of 
these  developments,  and  the  need  to  assess 
their  relative  competitive  strengths  in  all 
aspects  of  project  development  and  delivery. 
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